
SPONSORS 
FEB. 28,2003 



C Migration Strategies 

Opportunity: 
- Implementation Timeline: 3.5 years vs. 4.5 years 

Impacts: 
- Risk Assessment 

- Business Benefit Impact 

- Cost Implications 
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Risk Assessment = Plan A 
4.5 Year12 Phase Approach 

Risk Improvements Risk Inhibitors 
Spread internal Change Mgmt (Call - 

CenterIField vs Billing/Customer) 
(900 employees vs 100 employees 
& 2M customers) - 

Post implernentation "storm" 
period focused on fewer business - 
applications and processes. 
More time for knowledge transfer Impacts 

ort from project resources Legacy Customer Billing followed 
by SPL Customer Billing impacts 

Introduces Legacy Billing System 
Risks in Call Center phase (due to 
complex data synchronization) 
Split/Customization of SPL 
Package between phases 
4.5 years is a long time to stay 
focused 

Risk Mitigated with Technolow Back Office Gaps and workarounds 
during interim E u 
Dependency on SPL 
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Risk Assessment - Plan B 
3.5 Year1 I more Phase Approach 

Risk Improvements Risk Inhibitors 
Limits legacy integration - (Nicor 
can focus on new technologies) 

Project Management Best Practice 
- shorter is better 

Longer and staged Operational 
Readiness Test (12 months vs 8 
months) - Business Readiness 
improved. 
Back Office impacted once not 
twice. 

Understand Billing requirements 

- End Users and Customers impacted 
simultaneously in one additional 
step implementation 

- Field change management will get 
less focus 

- Post-implementation "storm" 
period on 3 major business 
processes together. 

Impacts 
Business Disruption all at once 

and risks sooner 5: 

Legacy is a fallback option Risk Mitigated with People 
e 
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Business Benefit Impacts 

4.5 Year12 Phase Approach 3.5 Year11 Phase Approach 

+ FieldICall Center Benefits realized + Unisys Downsizing achieved 
mid-year 2005 several years earlier 

- Billing Benefits realization delayed + Billing benefits and flexibility 
2 years - mid-year 2007 achieved 1 year earlier - mid-year 

2006 
- FieldCall Center Benefits delayed 

1 year - mid-year 2006 
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Cost Implications 

4.5 Year12 Phase Approach 3.5 Year11 Phase Approach 

+ Cash Flow spread out + Overall NPV improved by +$5M 
+ Nicor resource contribution mix is + Lower overall cash outlay ($7-8 

higher million) 

+ Integration Effort Reduced 5- 
10,000 days 

+ Lower overall Testing Effort 
+ Lower Project Management 
+ Lower Contingency 

+ Lower total post-implementation 
effort 

- Higher annual cash outlay 
- Delay in direct benefits 

February 18,2003 
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Customer Care & Field Force 
Management - 2004 Estimate 

Dollars 

Hardware Purchases 
oftware Purchases 

eveloprnent Labor 



Customer Care Project 
Total Capital Spending($ millions 

e-engineer, Unbundle 

I 
0 (Requested) 

2005/2006 (Estimate)' 

2 

0 

I All Dollars reflect ca~itsll ex~snditures ?? 
a 
a 
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Management 
Building the Foundation for Customer Care 

*Today, I would like your approval for $18.7 million for capital 
funding for the Customer Care and Field Force Management 
(CFM) System project for the year 2004. Our totd cost estimate 
is $70 million for both capital and operating expense for this 3 112 
year project. 

-Today's request for additional capital funding of $18.7 million 
will bring the total capital authorization to $36 million. We have 
also included $400,000 in our OE budgets for 2004. 



Management - 2004 Estimate 

Capital Dollars 

Hardware Purchases $2.8 
Software Purchases $1.2 
Software Development Labor $14.7 

Total 2004 Capital $18.7 

*This 2004 capital funding will primarily be used for the 
construction portion of the project. Building of the interfaces and 
configuration of the two packages. Some infrastructure will be 
put in place to support this development effort and prepare the 
technical environments for testing. 



Capital Dollars 

Customer/l Analysis $5.5 
Stabilize, Re-engineer, Unbundle $16.0 
Release 1 (Credit) $8.6 
Release 2 (CFM) 

$17.3 

2005/2006 (Estimate) $29.0 
Total Spending $95.1 

The total capital cost of our projects is $95.1 million. Release 2, 
CFM, will total approximately $65 miflion capital over this 3 112 
year period. An additional $3-5 million of Operating Expense 
will also be required. 



Nicor Gas Company 
Customer Care Systems Executive Summary 

November, 2002 

Update May, 2004 

IV. CFM Project becomes the n'able Project 

Risk Mitigation: In late 2002 and early 2003 business requirements for this next phase of the project were defined. 
Then, following our system development life cycle methodology, a high level fit assessment began, As designs 
were drawn for the integration of the legacy billing systems with the new CIS system in a two-phase approach, it 
became apparent that significant risks to Customer Billing were being created with our proposed approach. 

As a result, the team was asked to draw up an optional plan that would change the 4 %year two phase 
implementation into a 3 K year single phase implementation. With this, several interim releases of functionality 
were detined and planned for in order to mitigate some of the risk of a "big bang" implementation risk. 

The interim releases provide several benefits. 1. Change Management - by exposing additional people to the use of 
CorDaptix and Advantex early, some of the natural learning curve can be done in advance; 2. Technology - 
implementation of lower volume and less critical hctionality will allow for the testing of some of the newer 
technologies such as EAI; 3. System Health - utilizing peripheral techniques such as reporting and purgeiarchive in 
advance of larger volumes will lead to a better understanding of the impacts for full volumes. 



Funding: As a result of the change in the project timeline, a change in the funding flow was requested and approved 
by the board in April 2003. OvemlI capital spending on this phase is still expected to be around $65 million. 

I Customer Care & Field Force 
Management 

Butlding the Foundation for Customer Care 

Key Statistics: The overall size and structure of the project is summarized as follows: 

Field - Back Offke 
s Dispatching Billing Quality Assurance 

Operations Remittance Processing 
m Workload Administration Correspondence 

Distribution Credit 
NCAT Miscellaneous Billing 

I System Operations 
m Gas Transportation 

Locating Rates 
Collectors 

R Information Services 

Call Center Governance 

CSR's B Accounting 

a Builder First B Auditing 
I Forecasting 
r Rates 



Bllling Call Center 

& 89 a 60.000 Days of Eibrt 

rn 80 Resources at Peak 

rn 55% provided by Nicor 

a Financial Structure 
c $20 miUion Hardwarzdsoftware Purchases 

u Obtained F h d  Bid Labor Contract with Integrator (Accentwe) 

a LeadershipBusiness Involvement 
u 8 Executives on Sponsor Team 

u 3 Leadership Teams 

Oversighf Team & Governance Team 

o Change Network 
n I I Business FTE's Planned on Pmjed 

rn Approximately 20 Systems to be Decommissioned 

Malntah Orders 
Merany 
Slart/sw 
UnpostaMes 
work Rwting 
Reid Work Completion 
Field W& Ceation Upload 
Field Work Issuance 
Maintdn MeterIEqu@ment 
Ouegs-cDx 
Trouble OrderTFaddng 

lob Chedcirlg 
lob Code Tmslation 
Map Based Dispatching 
GPS 
~u&mer Signatures 
Maps 
Mmr Validation 
Sbeet-level Routing 
Tlme Reporting - nzcor 



Application Archltec re - Future State 



Interim Refease Update May 2004 

hterim release options are continuing to be considered and implemented. Implementation of High Bills, medical 
Certificates and Complaints has been completed. Roll-out of the new mobile architechue inhstruchrre was 
deployed to the Operations department, which will provided updated atlas maps on a more timely basis. Re- 
architecting of the Credit data model was completed to support the long-term plan. In addition, the upgrade of the 
base soilware has been completed twice as part of production support. 

Work continues on additional releases. These include: 
1 .Customer Contact (Callbacks) deployment to 3 SO end users 
2. Roll-out of EM with the initial implementation of Advantex to System Operations. 
3. Implementation of several components of the Billing idrastmcture to support non-service billing. 

This includes Bill Print, Cash Posring, Bill Calc, AIR and General Ledger interfacing to name a few, 

Credit and Collection A n a m  and Pmcessing 
Customer Segrnenlalion and Beheviour Analysis 
Cuslomer Information and Credit CowePpDndence 

+upgnde COX to 1.5.10 
Cali Bsck Tickets 

+ Non Swim Billing 

+System Ops AWX Rlease 1 

w y s t e m  Ops ADX Rlease 2 

+~i;;~kase 

Call Center 
DisMbutlon 
O p e r a h  

Final Release - May 2006 

Plans are still tracking to support a final release in May 2006. Most of 2004 will be dedicated to the build, 
configuration and unit testing. 2005 will be dedicated to integration testing and the start of the Operational 
Readiness Test (ORT). In addition, the development of training material will be completed. 2006 will be focused 
on completion of ORT, training and business readiness. 



Gas Distribution Improvement - New Station 
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NICOR GAS COMPANY 
FINANCIAL POLICY COMMITTEIV 
BOARD OF DIRECTORS APPROVAL 

NEW PROJECT 

Budpet Item No. 740 -Transmission 

Capital investment costs associated with the instalIation of a transmission station to 
control the operating pressure off of ANR's mainline, installation of 8.8 miles of IT' 
transmission main and a distribution station. This proposed investment is required to 
accommodate future demand growth in the Yorkville area and to pxo6de necessary 
system security. 

Total Authorization $8.260.000 

Appwved by Financial Policy Committee 

Approved by Board of Directors 

1 

Secretary 

April 11,2003 
Date 

Avril30.2003 
Date 
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Nicor Gss PLANT BUDGET AUTHORIZATION REQUEST w a s  Page - of - 

N&4IMRIPIlSINO. 

1 I ( Year 2003 ( Year 2004 I Retired I $ I $ 
I 7&-/S,P00 1 

Quarter 3 Quarter 4 Total I &fi&WOU 1 $742,000 $6,260,000 

Project Location 
Rte 30 and 2.2 miles east of Rte 47, Montgomery 

Project Description 
Nicor Gas will construct own and operate a transmission station, 8.8 miles of 12" lateral and a distribution station. ANR pipeline will construct, own and 
operate a tap and meter station. 

Alternatives Considered 
Guardian meter station and lateral, Troy Grove line lateral, Aux Sable line lateral, and ANR meter station and smaller diameter lateral. 

Reason for Request 

I The growth projection for this area requies additional supply to serve the new customers. In addtion, the pmjed will provide system security forthe Yorkville, 
Mgntgomery, Oswego, Piainfield, and Aurora area. 

i 
A- deason for Budget Revision 

ANR's in-service delays and ANRs increased construction casts. 

Operating fxpense Impact (specify in detail) 

For Revisions O n l ~  
Revision: 

~ 1 + 0 2 0 3 0 4  

t Economic Assessment Data 

Item (see page 2) Value 

Cast of Capital (ailer tax) I\o % 
I Net Present Value at CIC (after tax) 1 $ b%.lnl 

Included In overall budget? 
Yes 0 No 

Dollars and year(+: 
$742,000 in 2003 

Reimbursable? 

[51 NQ 

OYes-% 

Internal rate of return (IRR), if applicable *(Y % 

Income Taxes on Reimbursable Projects 
8 No ( Public Interest) 

Yes ( Private Party) 
see instructions 

Approvals 
TAG APPRWAL DATE L1.S.C. APPRWAL DATE 1 

I 
PRINT REMMMENDED BY DATE PRIM APPROVED BY OFFICER DATE I 

Year 
B U M  COMPLEnONITOLERAElCE DATE 
CHECK BY 



Nicor  Gas PLANT BUDGET AUTHORIZATION REQUEST 4009 hoz 

Note: Use additional pages if more space is  needed. 
1 BUDGET~EM NO. . ( WNO. I REW I CAPlTMlYPEI%ebaek) I AFUD€(reebxlrl 

I 0 Yes 

. ~ t y  # Investment 1 108013 I AUTHORIZATION 

I 0 Yes 

1 I Year 2003 I Year2003 
I I 
I Quarter 2 I Quarter 3 

Project Location 
Rte 30, and 2.2 miles east of Rte 47, Montgomery 

Estimated Expendiiures 

- -- 
Proiect Descrtption 

Year 

2003 

Retired 

Total 

~ l o i r ~ a s  u~ construction own and operate a transmwon sat on to regulate pressure and odor~ze gasfrom a new supply source ANR plpellne WIII 
construct own and operate 8 1 mtles of 8" lateral and meter slatlon 

Alternatives Considered 
Guurdian meter station and lateral, Troy Grove line lateral, Aux Sable line lateral, ANR meter station with Nicor Gas owning and operating larger diameter 
lateral. 

I I I 
ThisRequest 

$742,000 

$ 

$ 

$ 

$ 

$742,000 

Reason for Request 

The growth projection for this area requires additional suppty to Serve the new customers. In addition, the project will provlde system security for the Yorkville, 
Montgomery, Oswego. Plainfield and Aurora area. 
- 
Reason for Budget Revision 

Previous 
Authorization 

$ 

$ 

$ 

$ 

$ 

$ 

~ransmission station to include: 44".ball vdve regulators, pipline 
heater, odorizer. SCADA equipment and necessary piping. 

-- 

Total 
Authorization 

$742,000 

$ 

$ 

$ 

$ 

$742,000 

4 

I . . 
EcooomicA~~e66ment Data Approvals 

1 TAG APPROVAL DATE / I.T.S.C. APPROVAL DATE 

, ' ,Revisions Only 
'+sion: 
KI 1 1 2 2 0 ' 3 0 4  

. . 

Reimbursable? 

m. No .. 

0 Yes -% 

Income Taxes on Reimbursable Projects 
@ No ( Public interest) 
0 Yes ( Private Party) 

see instructions 

Included in  overall budget? 
.El Yes NO 
Dollars and year(+: 



Confidential 

Yorkville Area 
Supply Analysis and Recommendation 

Executive Summary 

Location: Yorkvie, Oswego, Aurora, Montgomery, Bristol and Plainfield 

Major issues: 
1.  Security of the system; The existing system has only one major supply source to serve the area. 
2. Growth; The projected growth rate for this area requires additional supply by next winter. An average 
of 2,500 additional c ~ s t o m e ~ ~ e r  year will be connectedto this system overthe next ten yem 

Timing: 
To meet the requirements of our system, construction needs to be completed prior to November 1 2003. 
Final negotiations with ANR will be completed after the FPC approves the project. ANR's timeline for 
construction is approximately 1 year from the completion of the contract. 

Recommendation: 
Altemate 1, ANR (see below for description) is recommended because it provides the best solution in terms 
of the lowest costs based on our analysis and assumptions to our ratepayers, security of this system, 
operational flexibility, competition with other supptiers and diversifyrag supply m Nicor Gas' portfolio. 
ANR's capital costs of $6,926,000 will be recovered through a 5-year, 25,000dthlday contract. T h i s  
contract will include a finn transportation charge of $0.14/dth/day and a capital cost recovery charge of 
$0.2570. These charges will be included in the PGA. 

Nicor Gas would be required to invest $742,000 to comtruct a transmission station downstream of ANR's 
facilities to regulate the pressure down to our distribution system pressure and odorize the gas. 

The total project capital costs is estimated at $7,668,000. Final negotiations with ANR will be completed 
after the FPC approves the expenditure for the project, subject to a cap of $8,700,000. If negotiation8 can 
not be completed under this cap, the FPC will be asked for additional approvals. 

Five alternatives reviewed: 
1. ANR installs 8.1 miles of 8" pipe and Nicor Gas installs a transmission station. A fm transportation 

contract would be required to supply this system from ANR for 25,000 dWday over a 5- year term. 

2. Guardian installs 11.9 miles of 12" pipe and a transmission station. A Turn transportation contract 
would be required to supply this system from Guardian for 25,000 dWday over a ten-year contract 
An upstream pipeline contract would be required to supply Guardian. 

3. Nicor Gas installs 9.8 miles of 12" pipe, a transmission and distribution station. A fm transporkation 
contract with an upstream pipeline would be required to supply Nicor Gas' transmission system. 

4. Nicor Gas installs 11 miles of 16" pipe, a emmission and distribution station. A fm transportation 
contract with an upstream pipeline would be required to supply Niwr Gas' transmission system. 

5. Niwr Gas installs 8.1 miles of 12" pipe, a transmission and distribution station. A fum transportation 
contract would be required to supply this system from ANR for 25,000 dthfday over a Eyear term. 

I * Includes ANR's cnnent pricing 

Alternate 1+ 
$7,668,000 
($9,843,000) 
(%1,044,000) 

Alternate 2 
11,230,000 
($22933,000) 
($2,433,000) 

Alternate 3 
$9,600,000 
($13,100,000) 
($1,385,000) 
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MEMORANDUM 

Date: October 3 1.2002 CONFIDENTIAL 

Subject: Yorkville Interconnect Recommendation 

From: Dan Fox 

To; Ted Lenart cc: Len Gilmore 

A review of supply to the rapidly growing Yorkville area, which includes Yorkville, Oswego, southwest 
Aurora, Montgomery, Bristol and western Plainfield has been completed. The following information 
provides a brief overview of the system, forecasted growth for the area, system issues, possible solutions 
and a recommendation to address the issues discussed. 

Backround 
The Yorkville area, a majority of which is located on the west side of the Fox River, has one major source 
of supply to the 155 psi system, which is Station 220, Frontenac, located on the east side of the Fox River. 
This station's source of supply is Nicor Gas' 36" Aux Sable transmission line. There are other smaller 
supply sources that connect to lower order systems on the west side of the Fox River, but they have 
limited capacity. Growth along the Rte 30 corridor, west of the Fox River has strained the system in this 
area. The growth has been primarily residential and some industrial over the past five years. The city 
planners for each of the towns in the area have provided long term models for growth. This information 
along with, information received from developers in this area, have provided Engineering a method to  
develop a ten-year estimate for growth in the Yorkville area. 

Issues 
There are two major issues that require attention in the Yorkville area. System security for this area is the 
first major issue that needs to be discussed due to the large number of customers that depend upon this 
single source supply. The existing system's major supply source is a single 24 mile segment of pipe that 
consists of a combination of 16", 12" and 8" 155 a s k  system. which crosses the Fox River. This area is 
primarily residential; however, there is a substantial industriai load in Montgomery. Caterpillar, the 
largest industrial load in the area, has recentlv added cogeneration facilities that have increased their load 
to 792 MCFH. To serve their cogeneration load, a rniniknn pressure of 90 psig is required. See attached 
System Improvement letter C2936SI for more information. 

The other major system issue that requires attention is system growth. The Yorkville Area continues to 
add a large number of services each year. The table beIow indicates the growth of this area over the past 
5 years and includes projections for the next ten years based upon city planners' and local developers' 
information. 



. . 

2001 f 3587 
2002 (Projected) 1 3000 
2003-13 (Projected) 4 2500 avg./year 

Year 
1998 
1999 
2000 

At this projected growth rate, this system, within one year will be strained even though a modest growth 
rate is used. Ten years of growth projections is a reasonable time period to determine what the demand 
requirements will be for this system and what system improvements will be required to serve this new 
load. Engineering has determined that the existing system can not support additional growth much 
beyond 2002-03 winter. Based on these growth projections, a system improvement will be required to 
serve this growth. 

Number of new services 
2267 
2466 
2653 

Goals 
During the review of this project, goals were established to focus the attention on criteria that will provide 
the best alternative ,to help Nicor Gas meet its objectives. Thesolution must resolve the two major issues: 
system security and growth, along with providing the lowest cost to our ratepayers, operational flexibility, 
and diversify om supply sources. To meet these goals, five alternatives were developed for evaluation. 
Each alternative will provide enough capacity to meet the 10-year growth projections for the Yorkville 
area, but provide differing degrees of system security. The best solution to meet Nicor Gas' objectives 
was determined by evaluating each alternative on capital costs, transportation costs, operating expenses, 
system security, and operational benefits. 

Alternative 1 
ANR Pipeline would be required to install 8.1 miles of 8" pipe, a meter station and a Nicor Gas 
iransmission station from their mainline to Nicor Gas' 12"155 psis system located on Rte 30,2.2 miles 
east of Rte 47, in Montgomery. Nicor Gas could contract for transportation service from ANR for 
25,000 Dth/day. The term of this contract would be for 5 years. Nicor Gas' contract with ANR would 
reflect the value of the transportation service and ANR's cost of capital. 

ANR plans to operate this 8" transmission line at their mainline operating pressure, which exceeds 800 
psi. This line will be installed, operated and maintained by ANR. The size, pressure rating and location 
of the lateral will require this line to be heated as a transmission line. To reduce the operating pressure at 
the end of the lateral to Nicor Gas' distribution pressure, Niwr Gas would install a transmission station. 

Estimated Capital Cost $7,668,000 

Alternative 2 
This alternative would require Guardian ~iaeline to install 11.9 miles of 12" viue. a meter station and a & * .  

Nicor Gas transmission s&on from thei; mainline to Nicor Gas' 12" 155 psig system located on Rte 30, 
2.2 miles east of Rte 47, in Montgomery. Guardian Piveline. which is currentlv under construcbon. is 
scheduled to be in service by ~ec&nb& 1,2002. It is expected to transport gaH from the Joliet areato the 
Wisconsin market through a single, 36" line, operating at pressures near 1000 psig. Guardian Pipeline's 
only source of supply is in the Joliet area, consisting of the following pipelines: NGPL, Northern Border, 
ANR, Vector and Alliance. 

To secure firm transportation to the Yorkville area, Nicor would incur transportation charges from both 
Guardian and another pipeline or supply source upstream from Guardian. Nicor Gas could contract for 



firm transportation service from Guardian Pipeline and one of the following: ANlUNaturaliAlliancel 
Northern Border for 25,000 Dthlday. The term of this contract would be for 10 years. 

Estimated Capital Cost $11,230,000 

Alternative 3 
Nicor Gas would install 9.8 miles of 12" pipe, a transmission and distribution station from the Troy Grove 
30" Line to the 12", 155 psig system, located on Rte 30,2.2 miles east of Rte 47, inMontgornery. This 
lateral would operate at 300 psig. The Troy Grove Line is already at capacity in this area due to system 
demands on our Troy Grove Storage field. To fiee up this source of supply, additional volumes must be 
connected to the aquifer system in the correct location to be effective. Nicor Gas could contract for finn 
transportation service £mm one of the following: ANR/NaturaVAllianceiNorthern Border for 25,000 
Dthiday. 

Additional transmission facilities may be required to support this alternative, depending on the location of 
the incremental replacement volumes. These costs are not included in this analysis. 

Estimated Capital Cost $9,600,000 

Alternative 4 
Nicor Gas would install 11 miles of 16" pipe, a transmission and distribution station from the Aux Sable 
36" Line to Nicor Gas' 12" 155 psig system Iocated on Rte 30,2.2 miles east of Rte 47, in Montgomery. 
This line would operate at 300 psig. Nicor Gas would contract for firm transportation service from 
ANR/Natural/ AllianceiNorthem Border for 25,000 Dthiday. 

Estimated Capital Cost $18,730,000 

Alternative 5 (similar to Alternative 1) 
ANR would build a meter station at their mainline. Nicor Gas would install a transmission station to 
reduce the operating pressure to 300 psig, install 8.1 miles of 12" pipe, and a distribution station. These 
facilities will connect with Nicor Gas' 12" 155 psig system located on Rte 30,2.2 miles east of Rte 47, in 
Montgome~y. Nicor Gas would contract for k n  transportation service Erom ANR for 25,000 DtWday. 
The term of this contract would be for 5 years. Nicor Gas' contract with ANR would reflect the value of 
the transportation service and ANR's cost of capital for the metering facilities. 

Nicor Gas could install, own and operate this 8" lateral (800 psig or higher) in pIace of ANR as described 
in Alternative 1. Operating this lateral as a transmission line increases the amount of regulations and 
requirements to meet. Nicor Gas' operating personnel are not comfortable with operating this size lateral 
at this pressure under these regulations and with the possibility of personnel mistaking this line as a Nicor 
Gas distribution line. To match the same capacity as Alternative 1, a 12" line, operating at 300 psig 
would be required. This operating pressure and size would be within Nicor Gas' operating personnel 
expertise. 

Estimated Capital Cost $9,000,000 

Evaluation 
As mentioned above, each of these alternatives provide the necessary volume to supply the Yorkville area 
for 5 years. Each lateral discussed in the five alternatives is capable of providing 46,000 Dthlday or 
greater on a Peak Day. A contract volume of 25,000 Dth/day should provide enough supply for the 
expected growth for this area over the next 5 years. At the expected growth rate, the remaining capacity 
could be consumed in the next 3 to 5 years following the initial 5-year contract. 



Each alternative is evaluated based on operational benefits to Nicor Gas, system security, and costs to our 
ratepayers (transportation and capital cost recovery). Costs to the ratepayers for each alternative was 
calculated on a Net Present Value basis due to the varying terms and how the capital costs are incurred. 

Alternative 1 (ANR lateral) provides a new source of supply to this area. ANR provides firm 
transportation services with direct access to producers in the Gulf Coast or the Midcontinent zone. Direct 
access to producers and direct access to the delivery point (Yorkville) on a firm basis is the most reliable 
service. ANKs lateral to Yorkville, will be a single 8" line, connected to three of ANR's mainlines that 
supply gas to Wisconsin. This provides the highest level of security to this system of the five alternatives 
discussed. 

The installation of this lateral can provide Nicor Gas with additional opportunities to develop another 
interconnect to the west of the proposed site to supply future growth. This interconnect can be 
constructed when and if growth continues in that direction. If the interconnect is constructed, the 8" line 
would have incremental capacity above the 8 to 10 year capacity projected above. 

ANR has proposed to provide firm transportation services to our system at a cost equal to or lower than 
our existing pipeline contracts. Their proposal contains global point aggregation of all existing delivm 
points (Shorewood and Hampshire), Yorkville and future interconnects (Chicago Heights and 
Woodstock) for balancing of daily and monthly volumes. It also includes their enhanced service, which 
provides hourly flexibility, at a maximum hourly rate of 1/16 of the Maximum Daily Quantity. ANR also 
has several other services, some of which are: DSS and NSS that may provide benefits toNicor Gas in the 
future. 

In the table below, a comparison of the capital cost to install each alternative is shown. Alternative 1 has 
the lowest capital cost of the five. It requires the least amount of and the smallest size of pipe to be 
installed. In the same table, the cost to the ratepayers is shown to be the lowest in terms of Net Present 
Value. 

The estimated capital costs for the metering and lateral facilities is $6,926,000, which would be ANR's 
responsibility. ~ i c o r  Gas would be respo&ble for the transmission station capital costs estimated at 
$742,000. 

Alternative 2 (Guardian lateral), also provides a new source of supply to this area, however, its receipt 
area is limited to the Joliet area. Another pipeline contract would be required to purchase firm 
transportation services to provide direct access to the receipt zones mentioned in Alternative 1. This 
alternative will incur additional firm transportation charges as shown in the table below. 

This alternative does not provide the same level of system security as Alternative 1. Guardian Pipeline is 
a single, 36" transmission line from the Joliet area to the Wisconsin market, from an operator's point of 
view, is less reliable then a multiple line pipeline, such as ANR or Natural Gas PipeIine of America. It 
also requires upstream transport to work. 

Guardian pipeline has limited services to offer due to the lack of access to storage, length of pipeline and 
other facilities required. Guardian Pipeline will only provide fixed hourly rates to the Yorkville 
interconnect. With only one interconnect on the Guardian pipeline, there are no balancing features 
available between points on Nicor Gas' system. This presents some operational problems, because the 
supply must match the hourly demand profile of this system. 

Alternative 2, as with Alternative 1, could be expanded beyond its initial capacity. If growth continues, 
along the lateral to the west, then additional interconnects on the lateral can increase the capacity of the 
line. In addition, this lateral would intersect Nicor Gas' Troy Grove line and ANR. There could be 
potential benefits of interconnects with these two transmission lines in the future. 



The estimated cost to install this alternative is much higher than Alternative 1, 3 and 5 (see table below), 
primarily due to the longer distance or pipe size. This alternative will also incur additional transportation 
costs to transport gas from the supply zones to the Yorkville interconnect (see table below). 

The capital cost for this alternative would be Guardian's responsibility. If Nicor Gas decides to own and 
operate these facilities, additional capital spending and annual operating expense would be incurred for 
this project. 

Alternative 3 (Troy Grove) provides a limited access to new volumes, because the Troy Grove line is 
already at capacity. Additional facilities would likely be required in the transmission system to provide 
support for our north end of our system or incremental transportation charges would be incurred to deliver 
additional supply to the north end of our system to replace this volume. These potential costs were not 
included in this analysis. 

Additional supply for the transmission system will be required to replace the volume taken at Yorkville. 
Firm transportation costs will be incurred from a pipeline (ANR, NGPL, Alliance, or Northern Border). 
These additional volumes supplied by a p~peline to our transmission system could be delivered with 
minimal transportation services. 

Alternative 3,  as with Altemative 1 and 2, could be expanded beyond its initial capacity, by installing 
additional interconnects along the Nicor Gas lateral. This provides for expansion in the direction that 
growth may continue. In addition, this lateral would intersect ANR's main line to the east, and if the line 
was extended to the west, approximately 2 miles, another potential supplier, Guardian, could be added. 
These two pipelines could provide competition for future supply into this area. 

The costs estimates for Alternative 3 (see table below) are higher than Alternative 1 and 5 primarily due 
to the additional footage and or size of pipe required to meet the demands of the Yorkvllle area. 
Additional cost could'be incurred in the transmission system, depending on the location of replacement 
volumes delivered. 

Alternative 3 would require Nicor Gas to invest capital and annually incur operating expense during the 
life of the project. The table below compares all five altematives on a net present value basis to 
determine the least cost to our ratepayers. 

Alternative 4 (16" Aux Sable header) will provide the additional capacity and improve the reliability of 
the system. However, this header will provide supply from the same transmission line (Aux Sable) as the 
existing primary supply (Frontenac, Sta 220). This will not provide the same level of security as 
Alternative 1,2,3 and 5 due the same source of supply. In addition, this high-pressure header would be 
installed in a highly, populated area, which will increase the challenge for Nicor Gas to install, own, 
operate and maintain this line. 

As with Alternative 3 and 5, additional volumes will be required to support the transmission system. 
Firm transportation costs will be incurred from a pipeline (ANR, NGPL, Alliance or Northem Border) to 
supply volumes to Yorkville. These additional volumes supplied by a pipeline to our transmission system 
could be delivered with minimal services due to the flexibility of our transmission system in this area. 

This alternative has the highest capital costs and the highest costs for our ratepayers. It requires the 
largest size and or the longest length of pipe to supply the same volume as the previous altematives. The 
firm transportation rates would be comparable to Alternative 3. 

Alternative 5 is similar to Alternative 1, except for the size, operating pressure and the owner of the 
facilities. Nicor Gas has concerns with operating an 8" pipeline at 800 psig in a class 3 location. The last 
2 miles of the line will be adjacent to new residential subdivisions. As growth continues, more of the line 
will be in highly developed areas. Nicor Gas' operating personnel are comfortable with operating laterals 



at 300 psig or less. The lower operating pressure reduces the regulations that Nicor Gas would have to 
function under for this pipeline and minimize the operating risk. In order to deliver the same volume as 
Altemative 1, a 12" pipe is required in addition to a disbibution station to reduce the operating pressures 
down to the local system pressure. 

The benefits described in Altemative 1 also apply, except for the capital cost to install the facilities. For 
Nicor Gas to install, own and operate these facilities, ratepayers will incur additional costs due to higher 
capital and operating expense. 

This alternative does provide some benefit over Altemative 1. Nicor Gas would have additional 
flexibility by operating the pipeline and controlling future developments along the lateral. However, 
Nicor Gas would have additional responsibility for maintaining a high-pressure line in a residential area. 

Alternative 
1 

Capital Investment 
@Y:) 

* See attachment, Rates and Volume Assumptions and Economic Results 

Alternative 4 

Recommendation 
Reviewincr the above information. Alternative 1 (ANR) addresses the two maior issues. svstem securitv 

Alternative 5 Alternative 2 

$7,668,000 
(ANWNicor 
Gas) 

Present Value of Revenue ' -$9,843,000 

, . d 

and gowth. It also provides the best solution in terms of cost to our ratepayers, security of this system, 
operational flexibility, competition, and diversifying our supply to our system. I recommend that Nicor 
Gas proceed with Altemative 1, contract with ANR for firm transportation services for a term of 5 years, 
starting November 1,2003, at a rate of 25,000 DWday. This wiIl require ANR to construct, own and 
operate 8.1 miles of 8" pipe and meter facilities at an estimated cost of $6,926,000. Nicor Gas will 
co~istruct, own and operate a transmission station at the end of this lateral at an estimated cost of 
$742,000. The total estimated project cost is $7,668,000. The final ANR capital cost recovery number 
will be determined by ANR's actual construction costs, which will be restricted by a preset, maximum 
cap of $8,700,000. 

Alternative 3 

-$22,933,000 

$867,000 
(Guardian) 
$1,278,000 

Requirement at 10% * 
Annual Market Area 
Transportation Cost 
Annual Upstream 
Transoortation Cost 

DAN 

$11,230,000 
(Guardian) 

$0 

$1,278,000 

-$13,054,000 

$0 

$1,278,000 

$9,600,000 
(Nicor Gas) 

424,785,000 

$0 

$1,278,000 

$18,730,000 
(Nicor Gas) 

-$12,159,000 

$0 

P 

$1,278,000 

$9,000,000 
(Nicor Gas) 



Yorkvifle Project Summary 

Project Area: Yorkville, SW Aurora, Montgomery, Oswego and W. Plainfieid 

Purpose: - System Integrity - Approximately 150,000 customers with a single sousce of supply, 
- Growth - Projected 2,500 new customers per year over the next 10 years. 

Original Project: (Alternate 1) Approved by FPC November, 2002. 

Re-evaluation of Project: 
- ANR's in service date delays, 
- ANR's increased construction costs, 
- ANKs increased FERC fding costs. 

Also, Nicor Gas' operating personnel have re-emphasized issues with the location of transmission facilities. 

October 31,2002 
Alternate 1 
ANR 8" latemi 
Estimated Costs $7,668,000 
Nov. 1,2003 In-service date 
NPV ($9,843,000) 

October 31,2002 
Altemate 5 
Nicor Gas 12" lateral, distribution station at end 
Estimated Costs $9,000,000 
Nov. 1,2003 In-service date 
NF'V ($12,159,000) 

February 14,2003 February 14,2003 
Alternate 1 (ANR's revised estimated costs) Altemate 5A 
ANR 8" lateral, 7 C fik& 2004 costs Nicor 12" lateral, distribution station at Rte 47 
Estimated Costs $8,148,000 Estimated Costs $9,030,000 
Nov. 1,2004 "Best case" In-service date October 1,2004 In-service date 
NPV ($1 1,400,000) NPV ($12,200,000) 
Nicor Gas' Capital Costs $742,000 Nicor Gas Capital. Costs $8,260,000 

Listed below is a brief summary of the benefits of Alternate 5A. 

ANR delays and additional constrru:tion and fding costs, 

Better location for transmission facilities (noise and odorani), 

Lower operating pressures in a residential area (800 vs. 155), 

Less iWR meter costs in future and Nicor Gas can control locations of distribution supplies, 

Distribution headers (smaller diameter) and easy access to distribution headers, 

Allows immediate service to Rte 47 (skipping developments), 

Altemate source to supply lateral from Troy Grove Line in fulure, 

Increased capacity of lateral (Alternate 5A). 

ANR's upstceam hnn transportation costs are the same for each Alternate. 

Recommendation: 
Alternate 5A, due to the benefits mentioned above. ANR's fum transportation charge plus ANR's capital 
recovery costs will be $0.169Uath/day at 100% LoadFactor over a 5-year t w  for 25,000 dthlday. 



nzcor B A S  

Date: Febmary 25,2003 

Subject: Yorkville - Project Evaluation- Confidential 

From: Dan Fox 

To: Rocco D'Alessandro 

WP (F-4) 5 q3116 

MEMORANDUM 

cc: Len Gilmore 
Ted Lenart 

Executive Summary 

The Yorkville Project has been re-evaluated due to ANR's in-service date delays, increased construction and FERC 
filing costs. Also, Nicor Gas' operating personnel have re-emphasized issues with the location of transmission 
facilities. 

October 3 I ,  2002 
Alternate 1 
ANR 8" lateral 
Estimated Costs $7,668,000 
Nov. 1,2003 In-service date 
NPV ($9,843,000) 

October 3 1.2002 
Alternate 5 
Nicor Gas 12" lateral, distribution station at end of lateral 
EsWted  Costs $9,000,000 
Nov. 1,2003 In-service date 
NPV ($12,159,000) 

Februaw 14.2003 Februarv 14.2003 
Alternate 1 (ANR's revised estimated costs) Alternate 5A 
ANR 8" lateral, 7 C fling, 2004 costs Nicor 12" lateral, distribution station at Rte 47 
Estimated Costs $8,148,000 Estimated Costs $9,030,000 
Nov. 1,2004 "Best case" In-service date October 1,20 W In-service date 
NPV ($11,400,000) NPV ($12,200,000) 

Listed below is a brief summary of the benefits of Alternate 5A. Further discussion of these benefits for 
Alternate I and 5A can be found in the Analysis. 

ANR delays and additional consttuction and filing costs, 

Better location for transmission facilities (noise and odorant), 

Lower operating pressures in a residential area (800 vs. 155), 

Less ANR meter casts in future and Nicor Gas can control locations of distribution supplies, 

Distribution headers (smaller diameter) and easy access to distribution headers, 

Allows immediate service to Rte 47 (skipping developments), 

Alternate source to supply lateral &om Troy Grove Line in future, 

Increased capacity of lateral (Alternate 5A). 

ANR is willing to provide the same pricing for upstream transportation services in either Alternate. The capital 
recovery costs charge will change proportionately to the capital costs incurred by ANR. 

I recommend that Nicor Gas revise its original decision (Alternate I) and proceed with the Alternate 5A, due to the 
benefits mentioned above. ANR's f m  transportation charge plus ANR's capital recovery costs will be 
$0.1692/Dth/day at 100% Load Factor over a 5-year term for 25,000 dthlday. 



Analysis 

Reason for re-evaluation 
New information received from ANR and discussions with Nicor Gas' ouerating uersonnel have led to a re- 
evaluation of the Yorkville Project recommendation made in the 0ctobe; 3l,2& memo. First, ANR, during a 
resent visit and in a follow-up email, informedNicor Gas that the Yorkville project would likely require more time 
to install then they originally anticipated due to FERC filing procedures. The in-service date would be revised from 
November 1,2003 to November 1,2004 on a "Best case" scenario, and could even be delayed to the following year. 
Second, ANR's estimated costs to install these facilities have increased. 

Third, Nicor Gas' operating personnel have re-emphasized an issue regarding the installation of a transmission 
station in a residential area. Forth, an evaluation of plans for growth and long-term system requirements has been 
considered. Finally, the impact of the location of necessary facilities has been considered. 

Based on these considerations, I have revisited the memo dated October 31,2002 regarding Yorkville. This memo 
discussed five alternatives that meet the two objectives outlined, system integrity and growth. These alternatives 
compare costs to construct, operate and maintain these facilities. Using these COS8, a fmanchl analysis was 
completed to compare the five alternates. Operating issues were not evaluated in this process. 

Alternates 1 and 5 
This memo will only discuss the two lowest costs alternatives in the October 31,2002 memo. Alternative 1, which 
would require ANR to install 8.1 miles of 8" pipe operating at their transmission line pressures (near 800 psig), a 
meter station and Nicor Gas to install a transmission station (estimated total capita1 costs at $7.7 million). 
Alternative 5, would require ANR to build a meter station at their mainline tap, then Nicor Gas would install a 
transmission station, to reduce the operating pressure to 300 pig. 8.1 miles of 12" pipe and a distribution station 
(estimated total capital costs at $9.0 million). Alternative 1 was recommended due to a financial analysis that 
indicated it was the lowest costs for our ratepayers on a Net Present Value basis comparing project-to-project costs 
by an amount of $2,3 16,000. 

Objective 
This memo will discuss ANR's and Nicor Gas' operating issues in more detail. The two best alternates will be 
compared on their effects on each issue and their benefit to Nicor Gas and it's customers. The issues that are 
discussed are not evaluated on a strictly financial basis, due to the nature of the new considerations. To better 
understand how these issues are of value to the entire system, the benefits and or concerns of these alternatives are 
analyzed from an operating and engineering perspective. 

A financial analysis was completed using the revised ANR costs estimates for Alternate 1 and 5A. This analysis 
includes costs for future facilities required by Engineering to serve to new customers located along Rte 47 for these 
alternates. This is further discussed in the Larger Distribution Headers section. 

ANR 

Delays and Additional Costs 
ANR has informed Nicor Gas that if ANR installs the lateral, the in-service date would be delayed until November 
1,2004 and possibly November 1, 2005. During the time period that ANR was completing the*. costs estimate, the 
route that they initially selected had only a few landowners. A m ,  after further consideration, chose a s h o r n  route 
with significantly more landowners. As ANR considered the additionat landowners, they felt that their filing 
process with FERC should be changed from a "blanket certification" filing to a "7 C" filing. A 7 C filing requires 
additional studies, reporting and posting time periods before any field activities can be started. The later in-service 
date delay reduces the benefit of this alternative due to the conierns for system security and growth. Alternate 1 
constmction is under the control of ANR. 

If Nicor Gas installed the lateral, Nicor Gas would have different requirements than ANR. Under Nicor Gas' 
blanket certification, no f&g delays would be anticipated. Nicor Gas' Real Estate and Engineering departments 
would chose a route that is cost effective and could better meet our time requirements. 



AN3 has revised their cost estimate to include their 7 C filing costs and increases in 2004 constmction costs. This 
additional cost will reduce the benefits of Alternate 1. ANR's new estimate has increased ANR's portion of the 
construction costs from $6,926,000 to $7,405,000. The new total estimated cost of Alternate 1 has increased from 
$7,668,000 to $8,148,000. 

Nicor Gas' Operating Concerns with Alternate 1 

Transmission Facilities Location 
Alternate 1 would reauire Nicor Gas to install a transmission station near an existine residential subdivision and two - 
newly proposed residential subdivisions. As mentioned in the October 31,2002 memo, operating personnel have 
identified issues with operating transmission facilities in a residential community. This station will require a 
pipeline heater, odorizer and regulators. A pipeline heater can be a nuisance-type problem for operating personnel 
due to the noise they some times create during their operation. Operations personnel respond to near-by neighbor's 
inquiries regarding this noise. 

ANR, as most pipelines transport unodorized gas to our system. Therefore, to meet DOT requirements, an odorizer 
is required to inject odorant. In Alternate 1, the odorizer would he installed adjacent to residential subdivisions. The 
odorant liquid injected into our gas stream is extremely potent. Even though our personnel take every precaution 
with the design and handling ofthis equipment and liquid, the odorant smell is never completely contained. In 
attempts to reduce the impact on neighbors, our operating personnel take remedial action to minimize the external 
smell. They also communicate with our customers to make them feel comfortable, safe and secure. A majority of 
Nicor Gas' odorizers have been installed in remote locations, which helps to minGnize this issue. As growth 
continues in several areas of our company, a few of our existing odorizers locations have been surrounded by 
commercial and residential developments. 

800 Psig Lateral 
Alternate 1 requires ANR to operate their lateral at the same operating pressures as their mainline transmission 
system (approximately 800 psig). As described in the October 31,2002 memo, Nicor Gas' operating personnel are 
uncomfortable with Nicor Gas operating a lateral at this pressure. ANR is comfortable with this operating pressure 
due to their experience in Wisconsin. Even though this is an ANR lateral, Nicor Gas operating personnel have 
identified a new issue with maintaining this line during emergency situations that could affect the reliability of 
service to customers in this area. To make repairs on this line, operating at 800 psig, ANR would likely take the h e  
out-of-service. If the lime was operated at lower pressures and less restrictive DOT requirements were involved, 
other methods of repairs would be used This would lower the risk of intermpting our customers. 

ANR Meter Costs 
Alternate 1 restricts the number of potential sites for future interconnects due to the costs of ANR's meter 
installations. Each Ammeter  site installation would costs between $700,000 and $1,000,000, plus Nicor Gas' 
transmission station costs between $500,000 to $800,000. In addition to meter site costs, these locations requke 
mutual agreement between both parties. However, if this line was owned and operated by Nicor Gas, Engineexkg 
and Operations could chose any site to install a distribution statiodvault to reduce pressure to our distribution 
system at the lowest costs, the greatest operational benefits and for multiple locations. 

Larger Distribution Headers 
Initially, one ANR meter station would be built at the end of the lateral. As development continues westward, 
mothe; meter station could be installed near the midpoint of the lateral. ANR's meter locations would be further 
apart than if Nicor Gas installed the facilities because ANR would minimize the numb& of meter sites. ANR's 8" 
lateral, which operates at 800 psig, would supply Nicor Gas' transmission station at the east-end of the lateral. This 
will require Nicor Gas to. (i) install larger distribution headers to transport more gas back to the west to supply the 
growth area or (ii) install additional meter stations along the ANR lateral. If large headers were required to be 
installed andlor additional ANR meter sites, additional costs would be incurred to serve the same customer demand. 
On the other hand, if Nicor Gas installed the 12" lateral that would operate at 300 psig, and then Nicor Gas would 
install additional distribution stations andlor vaults to supply lower order systems as needed. These stations and/or 
vaults could be installed at lower costs, at more locations and at more desirable sites. 

Skipping Parcels 
Developers of commercial, residential and industrial areas will buy land where they can purchase it at reasonable 
prices and where their sates are most marketable. This leads to land parcels being skipped for later developments. 
This will very likely to happen in this area. Developers, especially commercial developers, are likely to jump to the 



Rte 47 corridor soon to develop this area in a north-south direction, before all the parcels in between can be 
connected to the distribution system directly. With this in mind, if ANRinstalled the lateral, Nicor Gas would have 
to install the larger headers andlor additional ANR meter sites as described above md earLier to supply thie possible 
skiu~ine of varcels. Otherwise. if Nicor Gas installed the lateral. Nicor Gas could install the distribution station .. - . 
initially at  Kre -17 to supply dus likcly de\.elopment. This would reduce the inwsmienr reqwtd tny~ncerhig. 
Systum Planning, uill benefit from this plan by reduclng the timc period rcyuued in advance to debi,! htader 
systems to supply projected growth. 

Troy Grove Line (Benefit Described in October 31,2002 memo 
The location of the A m ' s  tap to supply the Yorkville area is ap~roximatef y 1 mile east of Nicor Gas' Tray Grove 
transmission line. Nicor ~ascould'&efit in the future by co&cting the Troy Grove line to this lateral sipplying 
the Yorkville area. Operating personnel would have the flexibility to supply this area from either the Troy Grove 
line or ANQ if Nicor Gas installed the latml. If ANR installed the lateral, the pressures in ANR's lateral would be 
greater than the Troy Grove line; therefore, no additional benefits would be realized for !be Yorkville area by 
comecting to the Troy Grove line. 

Capacity 
Alternate 5 could be altered slightly to increase the capacity immediately by about 15%, which will increase its 
benefit. The distribution station could be located at or near Rte 47 instead of at the end of the lateral (2.2 miles 
upstream from tie-in point to our distribution system). This wiU provide some of the benefits discussed below, such 
as the ability to serve the Route 47 comdor immediately, provide more capacity (approxirnatelyl5%) and eliminate 
the installation of our distribution station adjacent to an existing residential areas as described iu Alternate 5 .  By 
revising this alternate, Altemate SA, will have more capacity than Altemate 1. Engineering has estimated the total 
costs of this Altemate 5A to be $9,030,000. 

Conclusions 
In the October 31,2002 memo, the f i i c i a l  analysis indicated that Altemate 1 and Altemate 5 had a Net Present 
Value of ($9,843,000) and ($12,159,000) respectively. As mentioned above, this analysis, compared the costs of 
the installing, operating and maintaining these alternates, but did not include a11 the items discussed in this memo. 
The operating discussions are intangible items that can be short andlor long term in nature. These issues, in addition 
to ANR's higher construction costs and in-service delays should be valued during the decision process. A new 
fmancial analysis was completed using the revised cost estimates for Alternate 1 and Altemate SA on a NPV basis 
which are ($11,400,000) and ($12,200,000) respectively. 

Even though Alternate 5A's estimated project costs ($9,030,000) are stiIl higher than Alternate 1's revised esfimated 
project costs ($8,148,00 due to A m ' s  FERC filing 7 C and increased construction costs), l believe Alternate 5A is a 
better choice based on qualitative reasons previously discussed and less future costs. 

If you require additional information on this project, please contact me. 



Credit Project 



BOARD MEETING 
Sept. 20,2001 





Approval Spending 
Previous Requests 

Current Request 8.6 8.6 
Total $24.6 $24.6 



Building the Foundation 
for Cusforner Value 



Multiple Credit Cycles 
* Credit Scores 

Commercial Applications 
Avoided Costs: $1,000 

Additional Disconnections 
Collection Fees 
NSF Checks 
Customer Care 
IS Support 

Increase in Cash Flow $ 100 
Subtotal o f  Benefits $3.100 

NPV@. 10% $7.138 
Internal Rate of Return 



Building the Foundation 
for Cusfomer Value 

Bllling System 
Billing 

Call Center 



Today, I would like to ask your approvd for $8.6 Million for 
additional funding for the Customer Care Information System 
Project. 



Approval Spending 
Previous Requests 
2000 $8.4 $5.9 
200 1 7.6 6.5 
Carryover 2002 3.6 

16.0 16.0 

Current Request 8.6 8.6 
Total $24.6 $24.6 

Previously, you approved capital spending of 
$16M - The current plans for the project will be completed 
next year, culminating with the requirements for 
unbundling. 

* The additional funding requested for next year will 
allow for the implementation of a credit and 
collection package. 



Building the Foundati~n 
for Customer Value 

I would like to review WHY we need to do this proiect. 

Current Legacy System was designed in 1968 

Many business function and processes were created in one large primary 
program we call our Customer Information System. 

We have evaluated many alternatives: 

Purchase Full Package, Outsource, Functional Migration (Phased 
Implementation), Continue As IS. 

We realized that Continue As Is was not a viable alternative. 

A decision was made to to stabilize our development environment and to 
re-engineer I.e., remove bottlenecks in the billing systems to enhance 
Nicor's ability to meet future needs. The CClSP project is a intermediate 
term solution for the next five to seven years. 

Today I am requesting funding for the next piece of our foundation - 
$8.6M to implement a package that will meet our growing credit business 
requirements. 



Reduced Bad Debt: 
o Multiple Credit Cycles 

Credit Scores 
0 Commercial Applications 

Avoided Costs: $1,000 
AdltionaI Disconnections 
Collection Fees 
NSF Checks 
Customer Care 
IS Support 

Increase in Cash Flow $ 100 
Subtotal of Benefits $3.100 

NPV @,.lOo/n R7. ??R 
Internal Rate of Return - 15% 

My previous funding request were not driven by direct economic 
justification, but rather were required to meet the hture needs of 
business processes. Our decision to approve this project c o ~ l d  only 
be justified based on the need to begin to functionally migrate off 
our 30+ year old system. 

We have created a business case showing the opportunity for annual 
savings of $2-3 million range for the implementation of the credit 
and collection package. These benefits are primarily driven by 
using standard credit and collection procedures and practices that 
are readily available in today's credit packages. By focusing our 
efforts on individual customer's behavior and tailoring our credit 
actions to specific types of customers we can have a direct impact 
on bad debt. 



Building the Foundation 
for Customer Value 

CustDmsr tnll~action 

In addition, we will be establishing a customer system foundation that 
can be leveraged to build our long term solution. The selected vendor 
can provide our future billing system and other related processes, 
including customer self-service 'e-care" solutions. 

Extensive analysis and planning will be necessary before proceeding 
beyond the credit application. 



FPC MEETJNG 
Sept. 13,2001 



nzcor G A S MEMORANDUM 

Date: 

Subject: 

From: 

To: 

September 1 1,2001 

FPC Meeting Material - CCISP Credit Package Implementation 

Dan Rourke 

George Behrens 
Phil Cali 
Tom Fisher 
Kathy Halloran 
Russ Strobe1 

cc: Rocco D'Alessandro 
Barbara Zeller 

In preparation of the Financial Policy Committee meeting scheduled for September 13,200 1, please find 
attached two documents for the CCIS Project Credit Package implementation: 

High-level Power-paint overview 
Detailed business case. 

Please review this material as necessary prior to the Financial Policy Committee meeting. We will only 
review a select number of slides at the FPC meeting. If you have any questions in advance, please do not 
hesitate to contact me at extension 2100. 

Attachments 



Credit and Collections 
Implementation 

Project 

September 13,2001 



Agenda 
4 FPC Decision Process October, 1999 

+ CClSP and Beyond 

+ Credit Package Cost Summary 

+ Business Rationale 

+ Business Value 

+ Benefit Summary 

+ Business and Operational Value 

+ Lost Opportunities 

+ Other Impacts 

+ Desired Outcomes 

+ Conclusion 
n nzcor , 

winen 10 1s 1~ 
FlmRlkllml .-Ma(+ 



FPC Decision Process Ocfober, 1999.., 

* Stabiliatian & 

* Continue As In 
* Replace 

e 

Unbvodlimg I(S2 Mj 

Big Bang (9102 M) 
Functional Migration (189-$102 .- --..-I M) 



CCISP and Beyond. .. 
Building the Foundation for 
Customer Value 

I Meter Management 

Meter Readinsf 

ling 
!Q 
ail Canter 



Effort Capital OE Total 
Days Dollars Dollars Dollars 
(fi0W tM) (M) (MI 

Resources 
Niwr 50% 
SPL 10% 
Accenture 25% 
KeaneIRevere 15% 

5.7 1 A 7.1 

H< .9 
Total 8.6 1.4 FIXED BID 

Project timeline: November, 2001 to August, 2002 



Business Rationale 

Historically, in the regulated environment Nicor has had a 
premisellocation based billing system which was adequate 
when one size fits all. 

So what needs to change? 

+ Focus on an individual's behavior and take select credit actions on the "righr 
customers 

t Legacy systems built more than 25 years ago have continued to evolve over time: 
however, the credit and callaction system inhibits Nicor's ability to respond timely to 
business changes. 

t Recent environment changes coupled with the desire to respond to the competitive 
market has renewed Nicor's desire to be customer centric 

"The ulfirnate bcnefif of employing cuslom collection scores combined wrlh carefully developed 
decision rules, re~u/t  in not just faster decisions. but betler hioher oualif v dec~sions as we119 . -  . . 
(Business  redi it a NACM kblication 2/2000/ ' 



/ / Current Credit Cycle - One Size  its AN I I Business Rationale 



Business Rationale 

Landlord 
R e c u n w  

Current P ~ O U S  Builder Deferred 

Credit Budget Plan Chawe-m Payment 

Environment Cu&,"ler Anangement 
Seied (WA) 

"One ske Restored Commarsial- 
fits all" New Bankruptcy 

LIHEAPI 
Rosidewlal- Sharing Come&l- Residential - 

ExFsting Existing New 

I 

Credit Customer Segments Behavior Model 

Future 
Environment 

After SPL 



Business Value 
What's 

Changing 
? 

Behavior 
model 

Customer 
Segments 

Track and 
Measure 

Current Future Features & 
Capabiiities Functionality Benefits 

lot available Able to identify, quantify, 8 
qualify customer segments i 

:mplOys a %ne size fits Able to tailor actions to 
11- model -no credit customers' behavior 
egrnentation or 
ehavioral model exists t 

I 
I . Reduced charoe-off - 

Improved risk assessmom 
Visibility to customer segments 
Added capallilily to score 
cusbmers 

Improved cost benefit for 
operating costs 
Decreased tum-offhm-on 
msts 
Increased impad of aedit 
actions 
Better return for credit 
investment . 
More proactive decision making 

racks specialized Able to track and measure Increased howledge 
rograms manually through an automated management 

method Increased resource 
I I management 1 

-*----. 
nzcor 



Beneflts Annualized 
frho"c&s\ 

Reduction in Charge-W $2,000 
,Multiple Credit Cycles 
.Collection Agencies 
Commercial Applications 

Maintain Charge-Off $1,000 
.Additional Cuts 
Collection Fees 
-Auto Transfers 
'NSF Checks 
-Customer Care 
'IS suppwt 

J~ncreasca in Cash Flow $ I00  

Subtotal of Beneflts $3,100 

PraJect Equity NPV @ 10% t2.338 
lnternal Rate of Return - 15% 




